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According to Chilean government statistics, foreign investment during the first quarter of 1988
surpassed $1.4 billion, representing a 444.7% increase over the same period last year. Two
transactions accounted for 87% of the total: the sale of the La Escondida copper deposits to a
consortium of Australian, British and Japanese companies for $1.1 billion; and, the purchase of
30% of total stocks in the state telephone company for $122 million by an Australian conglomerate.
Located in the highlands of the Atacama desert, some 1,300 km. north of Santiago, La Escondida's
reserves are estimated at 662 million tons. Beginning in 1991, copper output is expected to average
300,000 tons per year. When the mining operation opens, La Escondida alone will account for 22%
of total Chilean copper production, and 4% of world ouput. The purchase of La Escondida on March
16 by the consortiuum formed by the Australian Broken Hill Proprietary Company Ltd. (BHP), the
British Rio Tinto Zinc Co. and Japan's Mitsubishi and Nippon Mining companies, was described
by politicians, economists and labor union leaders as the "end of the copper nationalization era."
In 1971, all copper mines and operations came under government control. Australia's BHP, linked
to a US transnational, chipped in 60% of the $1.1 billion; Rio Tinto Zinc, 30%, and the two Japanese
companies, 10%. The government argued that it could not possibly have accumulated such a large
sum to invest in copper mining. Former minister of mining under President Salvador Allende,
Sergio Bitar, said the government's argument is not valid. The consortium collectively contributed
only $400 million of their own resources, and borrowed the rest from three governments with
interests in copper imports. Thus, the consortium entered into an agreement committing 70% of La
Escondida's output (200,000 tons) to processing enterprises in Japan, Finland and West Germany
for a 12-year period. The contract between the Chilean government and the consortium specifies
that the national treasury will receive 49.5% of mining enterprise profits, estimated at $297 million
per year. The profit estimate is $600 million annually based on an average price 70 cents per pound
of copper. According to Jorge Bande, director of the Copper and Mining Studies Center (Cesco),
during the first five years of operation $600 million in profits per year are very unlikley. He pointed
out that the consortium will have heavy financial costs, i.e., amortization of fixed capital in addition
to interest payments. A more realistic estimate of Chilean government receipts, he said, is about
$100 million per year. Next, Eugenio Tironi of the Development Studies Center (CED), objected
to the sale on the grounds that the consortium's production costs per ton are higher than those
of the Estatal Corporacion del Cobre. The Corporacion has administered the nationalized mines
since 1971. The telephone company sales operation, in which the Australian Bond conglomerate
purchased 30% of all stock, was criticized by many commentators for the absence of "transparency,"
i.e., the government earmarked the stock transfer for Bond, and all negotiations were conducted
behind closed doors. The Christian Democrat party claimed the government had received in the
process of this business deal a "millionaire" contribution for its electoral camapaign. Bond also
has extensive investments in Chilean forest and fishing enterprises. Attorney Ramon Briones of
the Christian Democrat Party, said on March 30 that the telephone stock sales operation was an
unmitigated "scandal." On the topic of the so-called "investor statute," under which the government
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provided the status of legally binding contracts to agreements with foreign investors Fernando
Alvear, executive secretary of the official Foreign Investment Committee, said on March 31 that the
statute provides foreign investors with "greater security." In turn, he added, the government has
given further support to the growth of new investment in Chile. The political opposition disagrees,
arguing that "the government is not promoting new investments...[A]s in the case of the telephone
company, it is only transferring financial paper from state enterprises to the private sector under
the cover of its so-called `privatizations.'" A recent report by the US Embassy in Santiago on world
market copper price projections, predicts that copper prices will drop to 60 cents per pound in 1989.
As a result of slow demand growth and the persistent excess capacity, copper prices are expected
to remain depressed for several years. In terms of global metals consumption, copper is in third
place after steel and aluminum. The largest consumer of copper is the US (26% of total). Chile is the
world's largest exporter. Next, Chile holds the largest reserves (19% of world total), followed by the
US (18%), the Soviet Union and Zambia (7% each). (Basic data from IPS, ANSA, 04/04/88)
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